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Dear Applicant.

¥We have considered vour application for recognition nf exemption from Federal
income tax under section 501(c) (6) of the Intarnal Revenue Code and have
determined that yvou do not qualify for exempntion under tha* Sectinn. Our
reasons for this coenclusion and the facts on which it is based are explained

below.

You were incorporated on [ NI - unite withir the membership

persons chieily endaged in the sale, at wholesale, of women's apparel: to
institute, or otherJise provide, such fraternal, civie, and social endeavors
as may be desired by the membership; to secure and maintain welfare, security,
and similar plans and programs tor the benefit and protection of the members
their families, and others; and to eutablish and Promote periodic ex.ibits,
shows. or other ferums for the benefit of the members. You amended vour
Articles on I - et reflect the geegraphic area where you

conduct vour shows.

Your income is derived from fees ~haraged to yonr members for participating in
your trade shovs and memberzhip dues. Your expenses are for the trade shows.

Your membership is limited to sazles persons of wholesale apnarel.
nembers must have traveled the tervitory on a commission basis for at least
two vears. Active memhers are required to show at a minimum of three shows
per year or they ars automatically <uspended. An inactiva member pays his/bher
dues, is not a manufacturer or in management, and does not activelv travel the

territory. He/she nav not vote, nor show at scheduled shows.

Active

Section 501(z)(6) of the Internal Revenue Code provides for exemntion of
business leagues, chambers of commerce, real estate boards, boards of
trade. and professional football leagues, which are not organized for
profit and no part of the net earnings of which irures to the benefit of

any private sharebolder or individual.
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Section 1.501(c) (6)~1 of the Income Tax Ragulations states that a business
league is an association of persons having some common business interest, the
purpose of which is to promote such common interest arnd not to engage in a
regular business of a kind ordinarily carried on for profit. 1Its activities
should be directed to the improvement of business conditions of one or more
lines of businesa us distinguished from the performance of particuiar service:

for individual persons.

Revenve Ruling 59%-391, published in Cumulative Bulletin 1959-2 on page 151
hela that an oraanization compozed of individuals, firms, asaociations, and
corporations, each representing a different trade, business, occupations or
profession whose purpose is to exchange information on business prospects has
no common businesgs interest other than a mutual desire to increase their
individual sales. The activities are not directed to the improvement of one
or more lines of business, but rather to the promotion of the private
inteirests of its members.

Revenue Ruling 58-224, published in Cumulative Bulletin, 1958-1 on page 242,
held that on organization which operates a trade show as its sole or principal
activity is organized primarily for the purpose of rendering particular
services to individuals and is not entitled to exemption from Federal income
tax 28 an organization described as a business league in section 501(c) (6).

Revenue Ruling 67-219, found in Cumulative Bulletin 1967-2, on page 210
discusses the circumstances under which the income from the conduct of an
industry trade show by on organization exempt from Federal income tax under
section 501(c)(6) will not be subject to the tax iaposed by section 511 of the

Code.

From the information submitted and which has been cited in this letter, your
organizatioa is similar to the crganization described in Revenue Ruling 58-224
cited above. Your shows are conducted to provide exhibitors a mart or
facility for making sales of their products to persons attending the shows,
vhich are held to be for the direct economic benefit of individualsg rather
than for the improvement of business conditions for the industry generally.

Revenue Ruling 67-219 is mentioned to show how vour organization does not
improve the business conditions of one or more lines of business through the
promotion of interest in anrd stimulation of demand for industry products "in

generzl”,

Although a certain amount of identification of particular products with the
individual exhibitors is becessarily present, the principal effect of the
exhibition of products and services in the manner described is the promotion
and stimulation of interest in and demand for the exhibited lines of products.




You provide a brechure to attendees that lists each of your exhibitors and the
lines of apparel they represent with a brief description of each line.

Your shows are conducted in a manner reasonably caiculated to promote the
individual products of the exhibitors, rather than for the improvement of
business conditions for the industry as a whole.

Therefore, we have concluded that you do not qualify for exemption from
Federal income tax as an organization described in section 501(c)(6) of the
Code. 1In accordance with this determination you are required to file Federal
income tax returns on Form 1120.

If you do not agree with our determination, you may request consideration of
this matter by the Office of Regional Director of Appeals. To do this you
should file a written appeal as explained in the enciosed Publication 892.
Your appeal should give the facts, law, and any other information to support
your position. If you went a hearing, please request it when you file vour
appeal and you will be contacted to arrange a date. The hearing may be held
at the regional office, or, if You request, at any mutually convenient
district office, if you will be represented by someone who is not one of your
principal officers, that person will need to file a power of attorney or tax
authorization with us.

If vou don't appeal this determination within 30 days from the date of thig
letter, as explained in Publication 892, this letter will become our final
determination on this matter.

Appeals submitted which do not contain all the documentation required by
Publication 892 will be returned for conmpletion.

If you have any questions, Please contact the person whose name and telephone
phone number are ghown in the heading of this letter.

Sinceraly,
A
Acti:g Pistrict Director

Enclosure: Publication 892






